January 10, 2005

President George W. Bush
The White House

1600 Pennsylvania Avenue
Washington, DC 20500

Dear Mr. President:

The Voice on the Net ("VON") Coalition represents the nation’s leading VoIP and IP
communications companies — companies on the cutting edge of developing and delivering voice
innovations over the Internet. We are writing to encourage the Administration to take actions
that will help unleash the full promise and potential of Internet communications.

As the new year begins, the Administration has a unique opportunity to seize upon the potential
of emerging voice technologies to launch a new era of economic prosperity. Indeed, emerging
_Internet-based voice technologies can help jump-start the next wave of the information
revolution, spark a powerful new cycle of job creation and economic growth, and unleash a set of
extraordinary new consumer benefits.

In order to help meet your laudable goal of making affordable broadband access available to all
Americans by 2007, the VON Coalition believes that the Administration should remove barriers to
innovation that can enable VoIP-driven broadband investment. With the right policy foundation,
VoIP can play a critical role in boosting broadband demand, putting new tools in the hands of
American consumers and small businesses to enhance productivity, manage daily affairs, and
enjoy leisure pursuits. In fact, many experts now agree that VoIP may be the long awaited “killer
application” for driving broadband in both the residential and small business markets. Across the
country, consumers are flocking to broadband in order to take advantage of the many benefits of
VoIP.

The FCC has already taken an important first step in enabling VoIP-driven broadband investment.
The recent unanimous FCC vote, which boldly clarified state and federal jurisdictional issues,
demonstrated a commitment to achieving this nation’s VoIP goals. However, to harness VoIP’s full
potential, the Administration must continue to be a catalyst for pragmatic policy choices by
embracing six key policy enablers:

- First, policymakers must continue their successful hands-off approach to Internet
communications regulation. As you have said, VOIP “may be more similar to email than
to regular telephorny. ” This hands-off approach has made the U.S. a leader in the
development of VoIP and provided an influential policy model that has been emulated by
countries around the world. Policymakers should continue this approach and refrain from
applying yesterday’s rules to tomorrow’s technologies.

- Second, as you pointed out in a recent letter to CompTIA, “Internet telephony by its
nature relles on technology that does not distinguish geographic borders.” Policymakers
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must continue to recognize the borderless and global nature of Internet communications
by refraining from applying geographically constrained legacy access fees and taxes to
these innovative services.

Third, policymakers must reform access charges (and more generally the plethora of
intercarrier compensation regimes) and universal service, rather than simply trying to
impose yesterday'’s legacy rules on new technologies. Consistent with the FCC's
jurisdiction order that determined that the public interest would be served by a uniform,
national regime for VoIP (as it is impossible to determine geographic endpoints), any
compensation reform should establish a uniform national regime that is geographically
neutral. In addition, while the FCC is deliberating on long-term inter-carrier
compensation reform, the agency should provide further interim clarity in this area by
granting the Level 3 petition (which recognizes the fundamental non-geographic nature of

VoIP).

Fourth, policymakers must recognize that VoIP is not another flavor of traditional
telephone service — but a new frontier in communications for individuals and businesses
alike. VoIP, therefore, requires forward-thinking regulatory approaches. Subjecting this
new technology to legacy telecom regulation could mean consumers and businesses will
miss out on the innovative new services, increased choices, and better prices that VoIP
can deliver. We understand that there are important social policy issues that need to be
addressed, but believe these issues can be more effectively addressed without imposing
heavy-handed legacy telephone regulations on innovative Internet voice communications.
Indeed, policymakers must embrace new forward-thinking industry led solutions for
ensuring important public policy goals like 911 access are achieved.

Fifth, consumers must be allowed certain basic Internet freedoms to use any device,
application, or service over the Internet. As FCC Chairman Michael Powell has said, “[t]o
realize the innovation dream that IP communications promises” ... the Administration
“must ensure that a willing provider can reach a willing consumer over the broadband
connection.” “Ensuring that consumers can obtain and use the content, applications, and
devices they choose is critical to unlocking the vast potential of the Internet.”

Sixth, and most importantly, policymakers should focus on how to unleash the benefits of
VoIP - including making talking more affordable, businesses more productive, jobs more
plentiful, and the Internet more valuable. While VoIP raises many important new policy
questions, the most pressing question for today’s policymakers is how to ensure that all
Americans can take full advantage of the promise and potential of VoIP.

The VON Coalition believes that the potential for a vast new wave of VolP-led technological
innovation is at your doorstep. This transformation will enable consumers to do things never
before thought possible, businesses to transform the way they do business, and the economy to
become an engine for higher paying information age jobs. Yet, automatically applying legacy
regulations designed for a 100-year-old telephone network to new VoIP technologies will stifle
innovation and stall these important consumer benefits, including demand for broadband.
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Over the next four years, your administration has the opportunity to set a course that can spread
a new communications revolution across America and throughout the world. The VON Coalition

looks forward to working with you to achieve this bright future.

Sincerely,

The VON Coalition

cC: Senator Ted Stevens, Chairman Senate Commerce Committee
Congressman Joe Barton, Chairman House Commerce Committee
Secretary-Designate Gutierrez, Commerce Department
Chairman Michael Powell, Federal Communications Commission

About the VON Coalition: The Voice on the Net or VON Coalition consists of leading IP
communications companies, on the cutting edge of developing and delivering voice innovations
over Internet. The coalition, which includes AT&T, BMX, BT Americas, CallSmart, Convedia,
Covad, IceNet, iBasis, Intel, Intrado, Level 3, MCI, Microsoft, PointOne, Pulver.com, Skype,
Teleglobe, Texas Instruments, USA Datanet, VocalData, and Voiceglo, believes that Americans
are fundamentally better off with a generally hands off regulatory approach to Internet and
Internet based services like VoIP.
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For Immediate Release Contact: Jim Kohlenberger
September 29, 2004 (703) 237-2357

VoIP Leaders Ask IRS to Hang-Up on Idea of Applying 1898 War Tax to VoIP

Washington, D.C. — The nation’s leading VoIP companies, on the cutting edge of developing and
delivering voice innovations, asked the IRS today to refrain from applying the 1898 Spanish-American
War Tax to 21% century innovations like VoIP.

The Voice on the Net Coalition filed its comments with the Internal Revenue Service, which is
considering how the federal telephone excise tax, first created to fund the Spanish-American War,
should be applied to new technologies.

The Coalition’s filing said that, "This ‘tax on talking,’ originally meant to fund the Spanish American
War, has served our country and should be given an honorable discharge, not another tour of duty.”
The Coalition also noted that, although the bill never became law, “In 2000, both the House and
Senate voted overwhelmingly to eliminate the excise tax completely. President Bush has also
supported getting rid of the excise tax. Given the overwhelming opposition to the tax generally, it
should certainly not be imposed on Internet communications.”

For more than a century, the Federal Government has imposed an excise tax — or “luxury tax” — on
telecommunications. In the first instance, this tax was levied as a temporary measure to help pay for
the 1898 Spanish-American War. Although the War lasted just under six months and its debt was
settled long ago, this excise tax remains in effect. When President William McKinley first signed the
tax into law in 1898, he could hardly have contemplated the Internet, let alone the taxation of this
innovative medium. In fact, at the time the tax was imposed, only 2,000 phone lines were
operational in America.

Qver the last two decades, similar Internet innovations like e-mail, the World-Wide-Web, and e-
commerce have unleashed powerful transformations that have changed almost every aspect of our
lives, grown our economy, and increased our standard of living. The VON Coalition believes that with
the right public policies, VoIP can make talking more affordable, while providing a force for increased
competition, a platform for innovation, incentives for broadband deployment, and a vehicle for
continued economic growth. Any taxation of VoIP, however, might stifle this innovation and leave
VoIP’s potential unrealized.

“VoIP is not another flavor of telephone service. It's a new frontier in communications for individuals
and businesses alike, and it requires forward-thinking regulatory approaches,” the Coalition said. “If
we subject this new technology to legacy telecom regulation and taxes, consumers and business
users will miss out on the new services, increased choices and better prices that VoIP can deliver.”

Not only is it bad policy, but taxes on VoIP are impossible to accurately assess and collect. The
Coalition’s filing notes that, “no tax should be levied if it cannot be easily collected. Substantial
government resources are likely to be wasted, and offsetting revenues are likely to be unacceptably
low. Technically, an excise tax on VoIP would be extremely difficult to collect. Unlike traditional
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telephony, VoIP services utilize an indeterminate array of constantly shifting nodes and
communications channels, which rarely (if ever) keep records of the type or destination of
information they siphon. Moreover, VoIP transmissions are indistinguishable from other forms of
data transfer. Once voice communications are digitized, they look like pure data (e.g. e-mail), and as
such any attempt to isolate and tax VoIP would likely prove futile.”

About the VON Coalition:

The Voice on the Net or VON Coalition consists of leading VoIP companies, on the cutting edge of
developing and delivering voice innovations over Internet. The coalition, which includes AT&T, BMX,
Callipso, CallSmart, Convedia, Covad, IceNet, iBasis, Intel, Intrado, Level3, MCI, Microsoft, PointOne,
Pulver.com, Skype, Teleglobe, Texas Instruments, USA Datanet, VocalData, and Voiceglo, believes
that Americans are fundamentally better off with a generally hands off regulatory approach to
Internet and Internet based services like VoIP. Since its inception, the VON Coalition has consistently
advocated that federal and state regulators maintain current policies of refraining from extending
legacy regulations to Internet services, including VoIP. More information about the VON Coalition
can be obtained at the following website: http://www.von.org
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VON Coalition Members

-Accerrs

Acceris Communications

Acceris Communications is a broad based
communications company, servicing residential,
small and medium-sized business and large
enterprise customers. It also holds patents related
to Voice over Internet Protocol (VoIP)
http://www.acceris.com

Level(3)

CERNEALLAS AT

Level 3 is an international communications and
information services company and is
headquartered in Broomfield, Colorado. The
company operates one of the largest
communications and Internet backbones in the

world. http://www.level3.com

AT&T provides a residential broadband Internet
voice service called CallVantage. AT&T also
provides enterprise IP Services as well as phone

based VoIP services. http://www.att.com/

=
MCL

MCI, with headquarters in Ashburn, VA, is a
leading provider of global communications
services and operates an expansive IP backbone.
bttp://www.mgi.com

BT Americas is an information and
communications technology service provider which
provides integrated data and value-added services.
http://www.btamericas.com

Microsoft

Microsoft, based in Redmond Washington, is a
leading VoIP innovator for software, embedded
systems, devices and enterprise applications.
http://www.microsoft.com/

CallSmart

CallSmart is a North Dakota company that is
taking advantage of the latest Voice over Internet
(VolIP) technology to provide an alternative to
traditional long distance voice service.

hito://aetcallsmart.com/

POINTONE

PointOne is a VoIP network provider and offers IP

communications services to the provider

community. It is based in Austin, TX.
ttp://www.pointone.com

.CNVEDIA

Convedia Corporation is based in Vancouver,
Canada. It is a supplier of next-generation IP
media services. h

Pulver.com, based in Melville, New York, is an
early VoIP innovator and offers the Free World
Dialup service which provides consumers Free
Telephony over Broadband.
http://www.pulver.com/

COVAD

Covad, based in San Jose California, is a leading
national broadband service provider of high-speed
Internet and network access utilizing Digital
Subscriber Line (DSL) technology.
http://www.covad.com/

Skype is a Global P2P Telephony Company that is
offering consumers free, superior-quality calling
worldwide.

http://www.skype.com

6 Earthlink

Earthlink, based in Atlanta Georgia, is a leading
national Internet service provider (ISP).
http://www. hli

TELEG’BE

TeleGlobe is a leading provider of international
voice, wireless roaming and data/IP services.
http://www.telegl om

Basis

iBasis, based in Burlington, MA provides wholesale
international telecommunications services, and has
carried more than 6 billion minutes of international

voice traffic. http://www.ibasis.com/

@ TEXAS
INSTRUMENTS

(¢IceNet

IceNet of Dallas, TX, provides VoIP infrastructure
to VolP Application Service Providers and
Broadband Providers for enhanced local, long
distance, toll-free and DID services.
http://www.myicenet.com/

Texas Instruments of Dallas, TX is a leader in
digital signal processing and analog technologies
to meet signal processing requirements and
support the development of IP telephony.
http://www.ti.com

DATANET

USA DataNet, USA Datanet is an integrated
communications company uses VoIP to deliver
enhanced communications services to residential
and business customers across the United States.
http://www.usadatanet.com/

intel~

Intel is the world’s largest chip maker. Based in
Santa Clara, CA, it also manufactures computer,
networking and communications products.
http://www.intel.com

== VocalData

(/;.Q\ A Tekelec Company

intrado°

Intrado, based in Longmont, CO., provides
emergency service solutions to Enable VoIP 9-1-1
calls, to the public safety and telecommunications

industries. http://www.intrado.com/

VocalData, based in Richardson, Texas, provides
hosted IP telephony applications that enable
service providers to reliably and cost-effectively
deliver voice-over-IP solutions.
http://www.vocald

VoiceGlo, headquartered in Fort Lauderdale, Fla,
is a global, fuli-service Voice over Internet
Protocol (VoIP) communications company.
http://www.voiceglo.com
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BMX, based in New York, is a competitive provider
of call center applications using Internet-based
telecommunications services.
http://www.bmx-inc.com
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VoIP to Wireline Pricing Comparison

AT&T CallVantageSM Local
Planl

$19.99

Enjoy unlimited Local calling and spend only 44 per
minute on all Long Distance calls, including calls
forwarded to non-local numbers. In addition to
remarkable voice quality, you'll also get:

Powerful New Features

s«Home phone line
sUnlimited local calling

*One low monthly price
Select State Monthly Charge

E $34.00

BellSouth® Complete Choice® Plan*

«Choice of calling features and flexibility to change features anytime for free

Calling Features Included with BellSouth® Complete Choice® Plan

INCLUDED FEATURES
o Conference Calling

& \Joicemail

® Call Log

® Phone Book

® Locate Me

e Speed Dial

¢ Do Not Disturb

e 3-Way Calling

¢ Emergency 911 Dialing
e Call Forwarding

e Call Waiting
® Caller ID

¢ Safe Forward Number

® Fax and Modem
Support

You may choose the calling features as you like, for one low monthly price.

Available Festures

Regular Price Range
(varies by city*)

Price with Plan

Caller 1D Deluxe $7.50 - $9.00 No Charge
cal i liver $7.00 - $7.95 No Charge
Call Waiting Deluxe $6.50 - $7.50 No Charge
call Waiting $3.50 -~ $6.00 No Charge
Call Return (*69) $£4.70 - $6.00 No Charge
W i $3.70 - $6.00 No Charge

| Repeat Dialing $4.00 - $5.00 No Charge
Call Forwarding $2.60 - $5.00 No Charge
Call Block $4.00 - $4.50 No Charge
Speed Dial 8 $2.20 - $4.00 No Charge
Speed Calling 30 $4.05 - $4.50 No Charge
| call Tracing $4.00 - $4.50 No Charge
BeliSouth Call Selector $4.00 - $4.20 MNo Charge
| Ringmaster® service-1 $4.00 - $5.00 No Charge
| Ringmaster® Service-2 $5.95 - $7.00 No Charge
Remote Access to Call Forwarding $5.20 - $6.00 No Charge
Preferred Call Forwarding $4.00 - $4.50 No Charge
call Forward Busy Line $1.00 No Charge
Call Forward Dan't_answer with Ring Control $1.00 No Charge
Message Waiting Indicator $0.50 No Charge
| Star 98.(~98) $1.00 No Charge
- Optional Festures ‘ ;

Available at a discount for Complete Choice plan

customers. S o L :

Pri i ® $5.95 - $6.95 $2.70 - $3.95
P Vi | $5.95 $3.95

* Local Voice only, GA Source: Company public websites
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